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12. 	 For purposes of setting the DP/NF or subacute prospective class median rate, 
the Department shall use the facility's interim projected reimbursement rate 
when their audit report is not issued as of July 1st. 

13. 	 Transitional inpatient care is reimbursed based on a model rate in accordance 
with Section V.A. of this Attachment. 

14. 	 Each year the current rate for NF-A 100+ bedsize will be increased by the 
same percentage of increase received by other NF-level As. The term 
percentage increase means the average increase, weighted by patient days. 

15. 	 (a) Nursing facilities and other specified facilities as identified in Section 
14110.65 of the Welfare and Institutions Code, will be eligible to request and 
receive a supplemental rate adjustment when the facility meets specific 
requirements. 

(b) In order to qualify for the rate adjustment, the facility must have a 
verifiable written collective bargaining agreement or other legally binding, 
written commitment to increase non-managerial, non-administrative and non­
contract salaries, wages and/or benefits that complies with Section 14110.65 
of the Welfare and Institutions Code and regulations adopted pursuant 
thereto. 

(c) Except as provided in subparagraph (d)below, the rate adjustment will be 
equal to the Medi-Cal portion (based on the proportion of Medi-Cal paid 
days) of the total amount of any increase in salaries, wages and benefits 
provided in the enforceable written agreement referenced in subparagraph(b). 
This amount will be reduced by an increase, if any, provided to that facility 

during that rate year in the standardized rate methodology for labor related 
costs (see Section LE of this state plan) attributable to the employees covered 
by the commitment. A rate adjustment made to a particular facility pursuant 
to this subparagraph 15 will only be paid for the period of the non-expired, 
enforceable, written agreement. The Department will terminate the rate 
adjustment for a specific facility if it finds the bindingwritten commitment 
has expired and does not otherwise remain enforceable. 

(d) A rate adjustment under this subparagraph 15 will be no more than the 
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greater of 8 percent of that portion of thefacility's per diem labor costs, 
prior to the particular rate year (August 1'' through July 31st attributable 
to employees covered by the written commitment, or 8 percent of the per 
diem labor costs of the peer group to which the facility belongs, multiplied 
by the percentage of thefacility's per diem labor costs attributable to 
employees covered by the written commitment. 

(e) The payment of the rate adjustment will be subject to certification of 
the availability of funds by the State Department of Finance by May 15 of 
each year and subject to appropriation of such funds in the State's Budget 
Act. 

(f) This subparagraph 15 will become effective as of the first day of the 
month following the date that this provision is approved by the Centers for 
Medicare and Medicaid Services. 

G. 	 Notwithstanding paragraphs A through E of this Section, prospective rates for newly 
licensed DP/NF-Bs shall be based on the facility's historical costs of providing NF-B 
services regardless of ownership or licensure. 

For DP/NF-Bs with historicalcosts as a licensed freestanding NF-B, the Department 
shall establish a prospective DP/NF-B rate based on the freestanding NF-B cost 
report. If the newly licensed DP/NF-B has reported costs as both a freestandingNF-
B and DP/NF-B, the Department shall establish the facility's historical-costs basis by 
combining the freestanding NF-B and DP/NF-B total patient days and costs. Newly 
licensed DP/NF-Bs shall receive prospective rates based on available freestanding 
NF-B cost reports until the Department uses theconsolidated hospital DP/NF-B cost 
report and/or audit in the appropriate rate study. 

Newly licensed DP/NF-Bs without historical costs of providing NF-B services shall 
receive an interim reimbursement rate. This interim rate shall be based on the 
DP/NF-B's projection of their total patient days and costs, as approved by the 
Department. When actual DP/NF-B audit report data becomes available, interim 
rates will be retroactively adjusted to the DP/NF-Bs final prospective rate. Final 
DP/NF-B rates may be less than the interim rate, in which case the Department shall 
recover any overpayment. 

H. Subacute providers that do not have historical costs shall receive an interim 
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reimbursement rate. This interim rate shall be based onthe subacute facility's 
projection of their total patient days and costs,as approved by the Department. When 
actual subacute audit reportdata becomes available, interim rates will be retroactively 
adjusted to the subacute facility's final prospective rate. Final rates may be less than 
the interim rate, in which case the Department shall recover any overpayment. Only 
subacute providers participating in the program as of June 1st will be included in the 
rate study. 

V. DETERMINATION OF RATES FOR NEW OR REVISED PROGRAMS 

A. 	 When the State adopts a new service or significantly revises an existing service, the 
rate of reimbursement shall be based upon comparable and appropriate cost 
information which is available. Comparable rate and cost data shall be selected and 
combined in such a manner that the rate is reasonably expected to approximate 
median audited facility costs, had accurate cost reports been available for the 
particular class of facility. Such factors as mandated staffing levels and salary levels 
in comparable facilities shall be taken into account. This method of rate-setting shall 
ordinarily be relied upon to set rates only until such time as accurate cost reports 
which are representative of ongoing operations become available. 

B. 	 When it is determined that cost report data from a class of facilities is not reliable for 
rate-setting purposes due to inaccuraciesor reporting errors,a random sample of such 
facilities shall be selected for audit and the resulting audited costs shall be used for 
the rate study. 

C. 	 After five years from the end of the fiscal year in which a facility begins participating 
in a program for Medi-Cal reimbursement, the reimbursement rate methodology will 
either revert to the provisions described in Section I through N of Attachment 4.19-
D or be subject to new provisions as described in a State Planamendment. 
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. 
DEPARTMENT OF HEALTH & HUMAN SERVICES 

Centers for Medicare & Medicaid Services 
San Francisco RegionalOffice 
75 Hawthorne St., Suite 408 
San Francisco, CA94105 

JAN - 7 2002 

Gail L. Margolis, Deputy Director 
Medical Care Services 
Department of Health Services 
714 P Street, Room 1253 
Sacramento, CA 95814 

Dear Ms. Margolis: 

Enclosed is a copy of California State plan amendment (SPA)No. 01-025, which we have 
approved. This SPA implements a wage pass-through program for certain longterm care 
facilities. The SPA requested an effective date of thefirst day ofthe month following the date 
that the Centersfor Medicare & Medicaid Services approved the amendment. Accordingly, we 
have approved an effective date ofFebruary 1,2002. 

Questions concerning this approval should be directed to Pat Daley at (415) 744-3592. 

Sincerely, 

2-


Associate regional Administrator 
Division of Medicaid 

Enclosure 

cc: Elliott Weisman, CMS, Center for Medicaidand State Operations (2)J 
Robert Weaver, CMS, Centerfor Medicaid and State Operations 
Barbara Hardiman, DHS, California State Plan Coordinator 


